THOMAS E. HARRIS
GENERAL MANAGER

December 21, 2001

Mr. Charles W. Fowler

Mr. S. E. Veazey, PhD, P.E.
Monmouth Partnerships

8695 Sandy Beach Lane
King George, Virginia 22485

Dear Messrs. Fowler and Veazey:
As a follow-up to our recent meeting, we have revised the schedules of expenses eligible for
reimbursement for the Monmouth projects. These revised schedules are attached for your review. In

summary, the total eligible expenses for each submittal are summarized below:

November 1992 Submittal $ 622,999.36

January 1993 Resubmittal 87,555.23
August 2000 Submittal "o 929.399.56
Total $1,639,954.15

We have also had an opportunity to review your calculation of accrued interest. ~After review of the
contract by the County Attorney with regard to the interest provision, it is our position that the parameters
you applied in the calculation are broader than what is allowed under the contract. First, your calculation
accrues interest prior to the date of the execution of the contract. Our position is that the start date for
interest accrual should be the date the expense was incurred or the date of contract execution (June 11,
1992) whichever is later.  Second, the contract speaks to reimbursement of costs (including interest)
“upon final acceptance” by the County.  Your calculation accrues interest to the current date, without
regard to the system acceptance. It is our position that the “cost of the system” is the final cost when it is
turned over to the KGCSA for operation. The date of acceptance is the end date for the accrual of interest.

The contract indicates that final acceptance is issued after “completion of the construction and installation
of any independently functional portion” of the system. With regard to the expenses submitted for this
project, it is clear that there are three “independently functional portions™ of the system that have been
completed. For purposes of the interest calculation, we have separated the expenses for each
“independently functional portion” of the system into Phases using information on invoices and documents
submitted by Monmouth. Phase I expenses represent those associated with the infrastructure for the
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